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3.  Illustrate what is meant by trading on the equity.   Compare trading on the equity
with external leverage.
4.  What is meant by self-liquidation?   To what kinds of loans does this principle
apply?
5.  What are the disadvantages in the use of short-term loans?
6.  What is a bond?   Who are the parties to a bond issue?
7.  What constitutes a legal default on a bond issue?
8.  Why is it essential to have a disinterested trustee for a corporation bond issue?
9.  What was the background of the investigation of bond indentures by the Securities
and  Exchange  Commission?   What  resulted  from  the  recommendations  of  the
commission?
10.  Describe the Trust Indenture Act briefly, and state its purposes.
11.  State the important characteristics of bonds.
12.  What is meant by the call privilege attached to bonds?   Who gains from its use,
the corporation or the bondholder?
13.  Under what circumstances are perpetual bonds used?
11 What is scrip?   How is it used to pay interest on bonds?   What would probably
happen if a bondholder refused to accept it?
15.  How is interest sometimes funded?   What investment status would you expect
bonds to have on which this practice was used?
16.  How important are the tax provisions of bond indentures?   Illustrate.  What
changes have been made in recent years?
17.  Differentiate between registered and coupon bonds.  Which are safer?   Which
are more commonly used?   Why?
18.  Differentiate between closed and open bond issues.   As an investor, which do
you recommend?   As a corporate manager, which do you recommend?
19.  What is the significance of any bond classification?   How many such classifica-
tions are possible?
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SUBJECTS FOR INVESTIGATION
1.  From any manual of corporations select five bond issues and list their chief
characteristics,
2.  Select a corporation with bonds outstanding and show how trading on the equity
affects the earnings on its common stock.
3.  From a study of listed bonds reported by the Commercial! and Financial Chronicle,
find what proportion are callable.  Is there any difference between railroad bonds and
industrial bonds with respect to this feature?